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BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2018-7-G

IN RE: Application of Piedmont Natural Gas Company, )
Incorporated to Have the Terms of the Natural Gas ) SETTLEMENT
Rate Stabilization Act Apply to the Company's ) AGREEMENT
Rates and Charges for Gas Distribution Services )

This Settlement Agreement is made by and among the South Carolina Office ofRegulatory

Staff ("ORS") and Piedmont Natural Gas Company, Inc. ("PNG" or the "Company") (collectively

referred to as the "Parties" or sometimes individually as a "Party").

WHEREAS, by Public Service Commission ofSouth Carolina ("Commission") Order Nos.

2005-491 and 2005-567, dated September 28, 2005 and October 13, 2005, respectively, the

Commission established a baseline for PNG under the Natural Gas Rate Stabilization Act (the

"RSA") and approved certain accounting adjustments proposed by ORS and PNG;

WHEREAS, pursuant to S.C. Code Ann. tj 58-5-455 (2015), PNG filed its Quarterly

Monitoring Report and Proposed Rate Changes with the Commission on June 15, 2018 for the

review period consisting ofApril I, 2017 through March 31, 2018 ("Review Period");

WHEREAS, the Report of ORS's examination of PNG's Monitoring Report for the

Twelve-Month Period Ended March 31, 2018 pursuant to the RSA, was filed with the Commission

on August 31, 2018;
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WHEREAS, the Parties to this Settlement Agreement are the only parties of record in the

above-captioned docket;

WHEREAS, the Parties have engaged in discussions to determine if a settlement of this

proceeding would be in their best interest; and,

WHEREAS, following those discussions, the Parties have each determined that their

interests, and ORS has determined that the public interest, would be best served by settling the

above-captioned case under the terms and conditions set forth below:

1. PNG will implement rates for the twelve-month period beginning with the first

billing cycle of November 2018 calculated on the basis of a 10.2% Return on Equity ("ROE")

instead of the 12.6% ROE approved by Commission Orders No. 2002-761, 2005-491, and 2005-

567.

2. The Parties agree that the following are the only attachments to this Settlement

Agreement: Settlement Schedule I (Net Operating Income and Rate of Return); Settlement

Schedule 2 (Explanations of Accounting and Pro Forms Adjustments); and Settlement Schedule 3

(Weighted Cost of Capital).

3. The Parties agree that PNG will adopt the accounting adjustments of ORS as set

forth in Settlement Schedule 2 as attached to this Settlement Agreement.

4. The Parties agree that, based upon the accounting adjustments proposed by ORS

and adopted by PNG, a Debt/Equity Ratio of47/53, and the agreement ofPNG to implement rates

based on a 10.2% ROE, South Carolina ratepayers will realize a decrease in current margin rates

totaling $ 13,855,623. This equates to a reduction of $ 5,787,901 for South Carolina ratepayers

when compared to rates calculated at the authorized 12.6% ROE.

Page 2 of 5



ELEC
TR

O
N
IC
ALLY

FILED
-2018

Septem
ber14

2:12
PM

-SC
PSC

-D
ocket#

2018-7-G
-Page

3
of12

5. The Parties agree to a decrease in demand cost of$2,118,799, due to a demand cost

over-recovery.

6. The Parties agree to cooperate in good faith with one another in recommending to

the Commission that this Settlement Agreement be accepted and approved by the Commission as

a fair, reasonable, and full resolution of the above-captioned proceeding. The Parties agree to use

reasonable efforts to defend and support any Commission order issued approving this Settlement

Agreement and the terms and conditions contained herein.

7. The Parties agree that by signing this Settlement Agreement, it will not constrain,

inhibit or impair their arguments or positions in future proceedings. Should the Commission

decline to approve this Settlement Agreement in its entirety, then any Party desiring to do so may

withdraw &om this Settlement Agreement without penalty.

8. This Settlement Agreement shall be interpreted according to South Carolina law.

9. Each Party acknowledges its consent and agreement to this Settlement Agreement

by authorizing its counsel to affix his or her signature to this document where indicated below.

Counsel's signature represents his or her representation that his or her client has authorized the

execution of the agreement. Facsimile signatures and email signatures shall be as effective as

original signatures to bind any Party. This document may be signed in counterparts, urith the

various signature pages combined with the body of the document constituting an original and

provable copy of this Settlement Agreement.

[PARTY SIGNATURES TO FOLLOW ON SEPARATE PAGES]
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Representing the South Carolina Office of Regulatory Staff

140 Main Street, Suite 900
Columbia, South Carolina 29201
Tel.: (803) 737-0823
Fax: (803) 737-0895
Email: jnelson regstatKsc.gov

Page 4 of 5



ELEC
TR

O
N
IC
ALLY

FILED
-2018

Septem
ber14

2:12
PM

-SC
PSC

-D
ocket#

2018-7-G
-Page

5
of12

Representing Piedmont Natural Gas Company, Inc.

201 North Tyron Street, Suite 3000
Charlotte, NC 28202
Tel.: 704 343 2348
Fax: 704 444 8793
Email; jimjeffries mvslaw.corn
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Piedmont Natural Gas Company
South Carolina Operations

Explanations ofAccounting and Pro Forms Adjustments
For the Twelve-Month Period Eaded March 31, 2018

Docket No. 2018-7-G

Settlement Schedule 2

~Descri tion
Per

Piedmoat
Per
ORS

0 cretin enues - Sale and Trans rtation f Gas

To adjust revenues on a going-level basis.

Total cretin Revenues - S le and Trans rtation ofGas

9 ~309 100 $ 271 263

$ ~3209090 $ 27» 3

Cost ofGas

To adjust cost ofgas on a going-level basis.

Total Cost of Gss

0 rations sad Maint nance Ex enses

$ ~6492 $139 $ ~33 292

$ ~6492009 $ ~32292

a. To adjust payroll expense to the going-level basis.

b, To adjust expenses for the employee retimnent and welfare benefits.

c. To adiust uncollectible gas martdn utiTizhSz the applicable uncollectible rate of.24961%.

d. To decrease expensm for allocations to non-utility activities.

e. To decrease expenses for equity incentive plans (formerly LTIP).

f, To decrcam expenses for the short term incentive (formerly MVP ttt Slip).

g. To adjust expenses for lease adjustments.

h, To adjust expenses for the South Carolina assessment fee.

i. To decrease expenses for non-allowables for ratemalmg purposes.

j, To adjust expeases for Gas Technology Institute (Gll) expense.

k. To adjust expenses for amortization ofSC environmental expense.

To adjust lease allocation expense for leases booked to corporate that should have been
allocated to tbe appropriate sures.

(524,160)

(15,896)

(14,661)

(99,023)

(11,247)

666,701

(19,451)

(437,597)

(507,150)

(7,202)

(14,661)

(262,650)

(815,822)

378,394

(31,613)

(850,000)

121,024 118,041

~2»60 ~27700

8 269,768 8 251,612

Total 0 erstions an Maintenance Ex ense $ ~9702 3~7611211
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Piedmont Natural Gas Company
South Carolina Operations

Explanations ofAccountiag and Pro Forms Adjustments
For the Twelve-Month Period Ended March 31, 2018

Docket No. 2018-7-G

Settlement Schedule 2

D~escri tion
Per

Piedmont
Per
ORS

D~i'
To adjust depreciation expense on a going-level basis using the most cunent depreciation
study rates. $ 1 735 365 I 735 365

TotalDe rec'ationEx ense I 735 365 $ 1 735 36

eneral Taxes

a. To allocate the appropriate amount ofpmpcrty tax applicable to South Camlina operations. 8 (1,137) 8 (1,137)

b. To adjust payroll tax expense. $ 9,066 $ (64,023)

c, To adjust the utility license fee(rate of 3%) and gmss receipts tax (rate of.2072986%) for
the adjustment made to revenues on a going-level basis.

8~10
5~6686 $ 376

$ ~8757 $ ~63 84

To adjust state income taxes (tate of5%) to reflect the impact on income for accounting and
pro forms adjustments. $ 2 413 315 $ 2 616 613

Total State Income Taxes $ 2 13315 $ 26166 3

Federal Income Taxes

To adjust federal income taxes (mte of35%) to reflect the impact on income for accounting
snd pm forms adjustments. $ 2 9 40 $ 3801676

Total Federal Inc me Taxes

Amortization of b Redem tion Premium

$ 2 9 740 $ 3,801 676

To adjust net operating income for amortization ofdebt redemption premium.

Total Amortirntion of Debt Redem tion P mium 0 $

Customer Growth

To adjust net operating income to reflect an anticipated increase in customer gmwtb (tate of
.74%) for the adjustments to operating revenues and expensm. $ ~23 78$ $ ~5240
Total Customer Growth $ ~23 785 3 ~0
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Piedmont Natural Gas Company
South Carolina Operations

Explanations ofAccounting and Pro Forms Adjustmeuts
For the Twelve-Month Period Ended March 31, 2018

Docket No. 2018-7-G

Settlement Schedule 2

~Desert tioa
Per

Piedmont
Per
ORS

~Cbv '

n To decrcam average tax accruals to zero due to a positive balance as ofMarch 31, 2018. (1,182,040) (1,182,040)

b, To adjust cash working capital to reflect the pm forms adjustments to operation aud
maintenance expenses (rate of 12.5%), $ ~126532 $ ~336096
Total Cash Workin Ca i 1

0 eratio Revenues - Sale and Trans ortation of G

$ ~1308 572 $ ~l 8 36

To adjust revenues fiom the sale and transportation ofgas for the pmposed margin decream.
0315 9 I ~ d C 'I' Cl 083 Cj 9 6

'
3 3 50 044 5 ~7 650 527

Total 0 crane Revenues - Sale and Trans ortation ofG $ 350 0 5~76 D 2

0 erationsandM iotenanc Ex uses

To adjust the pmvision for uncollectible accounts (.24961%) for the pmposed margin
decrease. $ 87 6 I ~191196
Total 0 erations and Maintenan Ex enses

Genera T x

$ 8 746 I ~9096

To adjust the ut$Tity license fee (rate of .3%) and gmss receipts tax (rate of2072986%) for
the pmposed margin decream.

Total Geaeral Taxes

5 18 220 $ ~38 81

5 18220 $ ~388»
JSS
To adjust state income taxes (rate of 5%) to reflect the impact on income fiom the proposai
margin decrease.

Total State Income Taxes

173854 5~37963
$ 1738 4 $ ~39031

9% I I 8

To adjust federal income taxes (rate of35%) to reflect the impact on income fiom the
pmposed margin decrease.

To I Federal lacome Taxes

$ 561 8 5 ~524546
I 6»8 5 ~2524 46
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Piedmont Natural Gas Company
South Carolina Operatioas

Explanations ofAccountiag and Pro Forms Adjustmenm
For the Twelve-Month Period Ended March 31, 2018

Docket No. 2018-7&

Settlemeat Schedule 2

Line
No. ~Descri tion

Per
Piedmont

Per
ORS

16 Customer Growth

To adjust net operating income to reflect an anticipated customer gmwth (rate of .74%) for
the pmposed margin decrease. 5 15889 $ ~34604

17

To lCustomerG owth

0 cretin Revenues-S le aud Trans ortation of

889 $ ~34694

To decrease the revenue requirement for the sale and transportation ofgss due to the impacts
of the 2017 Tax Cuts snd Jobs Act. 5 ~7456682 5 ~6205 096

18

Total 0 eratin Rcvenu - Sale sud Trans ortation ofGas

0 erationssndM iutenanceEx ease

$ ~7456 682 $ ~6205 W6

sx To dccScasc expenses for the 2017 tax reform EDIT giveback to customers. $ (920,556) $ (920,556)

19

b. To decrease the pmvision for uncollectible accounts (rate of .24961%) following adjustment
17.

Total 0 erations and Maintenance Ex ense

General Taxes

~18 612 ~IS 489

$ ~939168 $ ~936045

To adjust the utiTity license fee (rate of .3%) and gmss receipts tsx (rate of .2072986%) for
the adjustment to revenue for the 2017 Tax Cuts and Jobs Act.

Total Geaeral Taxes

$ ~38 773 $ ~31 478

3~38 73 $ ~38
20

21

To adjust state income taxes (tate of5%) to reflect the impact on income Bom adjustments
17 through 19.

Total State Income Taxes

Federal Income Taxes

$ ~323 938 $ ~261 878

1~333 938 $ ~26 878

22

To adjust federal income taxes (rate of21%) to reflect the impact on income fiom
adjustments 17 thmugh 20.

Total Federal Income Taxes

0 eratin Revenues - Sale and Trans ortstion of Gas

5~6154 803 $ ~49 S 696

3~6154803 3 t449756

To decrease the rcvtmue requirement for the sale snd transportation ofgas associated with
dcnumd cost over-recovery.

Total 0 ratio Rcvcnues - Sale and T ns ortation ofGas

$ ~1734199 5~2134959

3~7734 99 $ ~34959
23 ~Co tofGas

To decrmse cost ofgas for the demand cost over-recovery.

~SC 0
Page 4 of 5
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Piedmont Natural Gas Company
South Carolina Operations

Explanations ofAccounting and Pro Forma Adjustments
For the Twelve-Month Period Ended March 31, 2018

Docket No. 2018-7-G

Settlement Schedule 2

Line
No. ~Desert tion

Per
Piedmont

Per
ORS

24 0 rations and Maintenance Ex eases

To decrease the pmvision for uncollectible accounts (rate of.24961%) following adjustment
22. $ ~6999 $ ~33 9

25

Total 0 rations and MaintenanceEx enses

General Taxes

3 ~6999 $ ~39
To adjust the udlity license fee (rate of .3%) and gmss receipts tax (rate of 2072986%)
following adjustment 22.

Total General Taxes

$ ~9003 $ ~30831
$ ~0003 $ ~1083

Page 5 of 5



ELEC
TR

O
N
IC
ALLY

FILED
-2018

Septem
ber14

2:12
PM

-SC
PSC

-D
ocket#

2018-7-G
-Page

12
of12

k
n

g 1
0

a

C

0@

(K

8 8
k

H R

(F

f Wg
1

0
I

ls'

~nf~g~z3fqadi5. Q P geuoa4a OQ

W

n C

4

(a~a

R

k

O 4

O ~

g R

5 .=

!

4

X

fK R

¹




